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REPORT OF THE DIRECTORS 

OP 

The Cincinnati and Suburban Bell Telephone Company 
For the Year 1945 


Cincinnati, Ohio, March 4,1946. 

To the Shareholders : 

The year 1945 continued to tax the available facilities of 
the Company beyond anything previously experienced. Until 
the last two months of 1945, the additional demands for 
service were far in excess of the small increase in the 
number of telephones being manufactured. The supply of 
telephone instruments has now increased to the point where 
we expect, during the early months of 1946, to take care 
of all applications for telephones which are being held for 
lack of instruments. After that there will still be a large 
number of applicants that can be supplied with telephone 
service only when additional outside plant and central office 
facilities are secured and installed. 

We have a four-step program for improving telephone 
service: 

(1) Add to existing facilities to take care of held appli¬ 
cations. 

(2) Install additional equipment to restore margin for 
growth, to extend lines to rural districts and to make 
it possible to continue to improve the quality of the 
service. 

(3) Complete the dial conversion program which had 
to be stopped on account of the war conditions. 

(4) Introduce further service improvements by using 
the new developments in telephone equipment and 
operating methods which are now being worked on 
in the Bell System Laboratories. One of these which 
seems to have great possibilities is country-wide 
dialing of long distance calls. 

Our first job is to take care of the people who have been 
waiting so long for telephones. Our greatest need is central 
office equipment. The engineering of these central office 
additions has been completed and the work of manufactur¬ 
ing and installing is under way. As soon as step one is com- 









pleted, we again will be able to make prompt installations 
for all who ask. The total program will have to be spread 
over a period of years. At the end of the year there were 
13,951 applications for local service on the waiting list. 

Telephones in Service 

The growth during the early part of the year was slow 
due to the lack of telephones. Towards the end of the year 
with some additional equipment, the growth was rapid and 
at the end of the year we had a total gain of 6165 telephones. 
This compares with an increase of 2,520 in the year 1944. 
The number of telephones in service at the end of 1945 was 
246,891. 

Revenues, Expenses and Earnings 

Telephone operating revenues for the year 1945 were 
$15,272,196, an increase of 4.5 per cent over 1944. Tele¬ 
phone operating expenses excluding taxes were $8,578,502, 
an increase of 8.6 per cent. Taxes amounted to $4,070,400, 
a decrease of 4.1 per cent. The net income available for 
dividends was $2,296,958, and dividends amounting to $2,- 
055,069 were paid. For the fourth consecutive year our net 
income continued to be unreasonably low. This covers the 
war years and certainly makes it plain that this Company 
did not profit from the war. 

The 1945 Flood 

Telephone service in the greater Cincinnati area again 
was put to a severe test when, early in March 1945, the 
Ohio River went on its fourth greatest flood rampage. The 
69.2 foot stage reached by this flood, has been exceeded but 
three times prior to this year, one of which was the record- 
breaking 1937 flood with its crest of approximately 80 feet 
at Cincinnati. 

Based on the experience accumulated during previous 
floods, a flood routine has been developed to handle Tele¬ 
phone Company operations during flood conditions. This 
routine provides for setting up bureaus at three plant dis¬ 
trict operating headquarters. The bureaus receive requests 
from customers to move or take out telephones and other 
equipment threatened by the flood. The Plant, Traffic and 
Commercial departments have representatives at the 
bureaus to obtain any work information required by their 
respective departments. 
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The 1945 flood made it necessary to remove approximately 
7,000 telephone stations, 50 private branch exchanges and 
17 teletypewriters. 350 stations were installed on a tempo¬ 
rary basis where business houses were forced to move. Due 
to the labor shortage, it was impossible to remove all equip¬ 
ment threatened by the flood. To meet this situation, sub¬ 
scribers were requested to remove and take their tele¬ 
phones with them, where necessary. In this way, 900 instru¬ 
ments, which at the time could not have been replaced, were 
saved. In spite of the care in making our plans, and the 
cooperation of the public in removing their own telephones, 
four hundred telephone stations and one private branch 
exchange were damaged by water. 

A number of the telephone offices, not normally involved 
in the floods, became overloaded due to the effect of the 
flood on business in general in the city. This overloaded 
condition was effectively curtailed by announcements over 
broadcasting stations requesting customers to use their 
telephones only for the most necessary calls. Private branch 
exchange, teletype and key equipped subscribers in the 
flood area were interviewed before equipment was rein¬ 
stalled and wherever possible, arrangements were made 
to place equipment out of reach of future floods, on upper 
floors of buildings. 

Benefit and Pension Plan 

The plan for Employees’ Pensions, Disability Benefits and 
Death Benefits, which has been in operation for thirty-two 
years continues to be both of value to the business and 
assistance to the employees. The Plan plays an important 
part in the efficient operation of the business, aids the em¬ 
ployees and their families in meeting the problems of sick¬ 
ness, accident and death and provides a substantial degree 
of security to employees upon their retirement. 

In order to have the Plan continue to best fulfill its pur¬ 
pose, several amendments have been made effective as of 
January 1, 1946. These amendments included an increase 
in the minimum pension from $30 per month to $50 per 
month, the continuation of disability pensions so long as 
employees are prevented by disability from resuming active 
service with the Company, making mandatory certain death 
benefits to limited classes of surviving beneficiaries of 
retired employees, which formerly had been entirely on a 
discretionary basis, and several other changes which, in 
effect, liberalized treatment in certain types of cases. 







Payments under the Plan are provided without any direct 
or indirect cost to the employees and apply alike to all who 
become eligible according to their ages, lengths of service, 
and rates of pay. All payments under the Plan, except serv¬ 
ice pensions, are made directly by the Company. Service 
pensions are provided for in advance, by accruing on .an 
actuarial basis, amounts which are paid into a Pension 
Trust Fund which is devoted irrevocably to service pension 
purposes only. 

The Pension Trust Fund amounted to $3,424,929 at the 
end of 1945. Pension accruals added to the Trust Fund 
amounted to $368,624. Pension Disbursements from the 
Trust Fund were $126,316. At the end of the year, there 
were 89 men and 114 women for a total of 203 on the 
service pension payrolls. The Trustee’s Report of the Pen¬ 
sion Trust Fund is shown on Page 12. 

Other payments made under the Plan to employees dur¬ 
ing 1945 were: 

Sickness Disability Benefits.$88,297 

Accident Disability Benefits. 3,152 

Death Benefits . 29,117 

Disability Pensions. 7,887 


Total .$128,453 

Savings and Insurance Plans 

Payroll allotment plans for the payment of life insurance 
premiums, including premiums on insurance taken out by 
employees in the Armed Forces, payments to a credit union 
operated by and for the employees, dues for hospital care 
service and payments for Government war and victory 
bonds have been continued throughout the year and are 
being continued in 1946. United States Savings and War 
Bonds having a maturity value of more than $1,750,000 
have been purchased by employees through the payroll 
allotment plan since Pearl Harbor. 

Work Interruptions 

In spite of the fact that we have settled all questions 
which have been up for bargaining between the Union of 
telephone employees and the Company, to the satisfaction of 
both the employee and the Company, there have been dur¬ 
ing the year, repeated threats of strikes by our employees. 
These have been brought about sometimes by labor disputes 
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between employees and Telephone Companies in distant 
cities, and sometimes even by disputes in the manufacturing 
plants of the Western Electric Company. We have repeat¬ 
edly pointed out to our employees that their responsibility 
should be to the telephone subscribers in our Company, and 
that there was no justification for interrupting the service 
here when there was no dispute between this Company and 
its employees. In spite of these facts, the employees con¬ 
ducted a work stoppage for four hours on October 5, on 
account of a dispute between the Western Electric Company 
employees at Kearny, New Jersey, and the National Labor 
Relations Board. The employees struck on January 13, 1946. 
This was a sympathy strike in support of Western Electric 
Company employees. The Company regrets these work in¬ 
terruptions and hopes that the future will be free of similar 
occurrences. 

Personnel 

Leaves of absence have been granted to 208 employees 
to join the military services. Of these, 177 were men and 
31 were women. Of the men who entered the service 125 
have been honorably discharged and of these, 119 have 
either returned to work for this Company or have made 
definite arrangements to return. We welcome these em¬ 
ployees back and hope that those still in the service, both 
men and women, will be back with us soon. 

The job to be done by the Telephone Company in 1946, 
presents a challenge to the organization and to every em¬ 
ployee. We are confident that the challenge will be met, and 
that as material and supplies become available, the per¬ 
sonnel of the Company will cooperate in making all possible 
improvements in the telephone service. The Officers and 
Directors look forward with confidence to 1946, and are 
pleased to have this opportunity to congratulate the em¬ 
ployees on, and to thank them for, the results attained 
during 1945. 

For the Board of Directors, 

A. J. Allen, 

President. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The 
Cincinnati and Suburban Bell Telephone Company and 
Citizens Telephone Company as at December 31, 1945, and 
the related consolidated statements of income and surplus 
for the year 1945, have reviewed the system of internal con¬ 
trol and the accounting procedures of the companies and, 
without making a detailed audit of the transactions, have 
examined or tested accounting records of the companies and 
other supporting evidence, by methods and to the extent we 
deemed appropriate. Our examination was made in accord¬ 
ance with generally accepted auditing standards applicable 
in the circumstances and included all procedures which we 
considered necessary. 

In our opinion, the financial statements, (pages 7 to 11) 
present fairly the consolidated position of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Tele¬ 
phone Company at December 31, 1945, and the consolidated 
results of their operations for the year 1945, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 

Lybrand, Ross Bros. & Montgomery 

Cincinnati, Ohio. 

January 29, 1946. 
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FINANCIAL STATEMENTS 


The Consolidated Financial Statements which follow on 
pages 8 to 11, inclusive, consolidate the accounts of The 
Cincinnati and Suburban Bell Telephone Company and Citi¬ 
zens Telephone Company. The latter Company operates the 
Kentucky properties of The Cincinnati and Suburban Bell 
Telephone Company under a lease which provides that all 
net earnings of the lessee shall accrue to the lessor as rent. 

The accounts of these Companies have been maintained 
in accordance with Uniform Systems of Accounts prescribed 
for Telephone Companies by Federal authorities since Janu¬ 
ary 1, 1913—originally by the Interstate Commerce Com¬ 
mission and since July, 1934 by the Federal Communications 
Commission. The presently prescribed accounting requires, 
with certain exceptions, that the accounts for telephone 
plant show the original cost of property at the time of its 
first dedication to the public use, whether by the accounting 
company or by a predecessor owner. The total shown for 
“Telephone Plant” in the Balance Sheet represents such 
original cost, which is substantially the cost of the plant 
to the Company. 

/ 

H. W. Heckle, 

General Auditor. 


— 7 — 











The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Balance Sheet 

ASSETS 


Plant and Other Investments: 

Telephone Plant (See page 7). 

Comprised of land and buildings, rights of 
way, poles, wire, cable, underground conduit, 
switchboards, telephones, office furniture, ve¬ 
hicles, tools, etc. At December 31, 1946, this 
property was classified in the accounts as fol¬ 
lows : 

Telephone plant in service.$61,422,676 

Telephone plant under construction 166,078 
Property held for future telephone use 19,200 

Investment in Subsidiary Company. 

Capital stock. 

U. S. Tax Refund Bonds. 


Current Assets: 


United States Treasury Savings Notes. 

Special Cash Deposits. 

Working Funds. 

Accounts Receivable. 

Amounts due for service (less reserve for 
uncollectible accounts), toll settlements, in¬ 
terest, dividends, rents and miscellaneous items. 

Material and Supplies. 

Principally for construction and maintenance 
purposes. 


Deferred Charges: 

Prepayments . 

Rents, taxes, insurance, cost of directories, 
and other expenses prepaid and applicable to 
periods after close of year. 


Other Deferred Charges. 

Total Deferred Charges.. 


Dec. 31,1945 

Dec.31,1944 

....$51,596,954 

$50,583,940 

32,937 

32,937 

234,538 

98,392 

... 51,864,429 

50,715,269 

... 1,282,119 

1,433,232 

... 6,243,000 

5,358,000 

32,495 

40,001 

10,935 

15,243 

... 1,622,383 

1,512,288 

335,416 

301,765 

... 9,526,348 

8,660,529 

44,475 

43,315 


289,808 

32,657 

16,980 

77,132 

350,103 

...$61,467,909 

$59,725,901 
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The Cincinnati and Suburban Bell Telephone Company 


LIABILITIES 


Capital Stock: 

Common Stock—par value ($50 per share 

(Authorized, 1.000,000 shares; outstanding, 

604,432 shares.) 

Premium on Capital Stock.... 

Amount received in excess of par value. 

Total Capital Stock.... 30,294,356 

Notes Sold to Trustee of Pension Fund. 

Demand notes held by Trustee as an invest¬ 
ment of pension trust funds not presently 
required to meet pension payments—see page 
12. Under present arrangements with the 
Trustee, it is expected that approximately 
$160,000 of these notes will be retired during 
1946. 

Current and Accrued Liabilities: 


Deposits .. 

Accounts Payable and Other Current 
Liabilities ... 

Amounts owing for payrolls, supplies, toll 
settlements, and miscellaneous items in pro¬ 
cess of payment. 


Deferred Credits 


Provision to meet loss of investment in de¬ 
preciable plant upon its ultimate retirement 
from service. 

Unappropriated Surplus (See page 11). 4,687,945 


Total Liabilities .$61,467,909 


Company 

alance Sheet 

Dec.31,1945 Dec.31.1944 

i $30,221,600 $30,221,600 

72,756 72,756 

30,294,356 

30,294,356 

666,143 

s’ 

790,995 

431,925 

398,931 

. 1,328,629 

1,099,711 

.. 3,672,064 

3,953,034 

513,767 

513,767 

.. 5,946,385 

5,965,443 

7,152 

30,547 

... 19,865,928 

18,198,502 

... 4,687,945 

4,446,058 

$61,467,909 

$59,725,901 
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H. W. Heckle, 

General Auditor, 


































The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Income Statement 


Year 1945 

Local Service Revenues. $12,132,364 

Toll Service Revenues. 2,715,721 

Miscellaneous Revenues.... 430,149 

Revenues from directory advertising, rents 
and miscellaneous sources. 

Less—Uncollectible Operating Revenues.. 6,038 

Provision for revenues which may be uncol¬ 
lectible. 

Total Operating Revenues. 15,272,196 

Current Maintenance.... 2,482,587 

Cost of inspection, repairs, and rearrange¬ 
ments required to keep the plant and equip¬ 
ment in good operating condition. 

Depreciation Expense. 1,794,516 


Provision to meet loss of investment when 
depreciable plant is retired from service, based 
on rates for the different classes of property 
which are designed to spread this loss of in¬ 
vestment uniformly over its service life. Rep¬ 
resents approximately 3.8% of average in¬ 
vestment in depreciable plant in service. 


Traffic Expenses .. 1,945,584 

Costs incurred in the handling of messages, 
principally operators’ wages. 

Commercial Expenses . 824,729 

Costs incurred in business relations with cus¬ 
tomers : pay station commissions; also the 
cost of directories, advertising, etc. 

Operating Rents . 38,776 

Rents for use of buildings, poles, conduits 
and other facilities. 

General and Miscellaneous Expenses: 

Executive and Legal Departments. 144,851 

Accounting and Treasury Departments. 522,024 

Provision for employees’ service 

pensions (a) . 276,095 

Employees’ sickness, accident, death, and 

other benefits . 136,952 

Services received under license contract ... 217,876 

Other general expenses. 275,265 

Less: Expenses charged construction. 80,753 

Total Operating Expenses. 8,578,502 


Net Operating Revenues (Carried Forward)....$ 6,693,694 


Year 1944 
$11,775,957 
2,506,317 
335,430 

3,210 


14,614,494 

2,262,828 

1,770,925 


1,703,520 

712,696 

35,518 


138,960 

467,803 

260,755 

124,120 
210,442 
280,521 
65,753 
7,902,335 
$ 6,712,159 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Income Statement (Continued) 


Operating Taxes: 
Federal Income 
Federal Excess 1 
Other Taxes— 


Net Operating Income. 

Other Income. 

Dividends, interest and miscellaneous income. 

Miscellaneous Deductions from 

Income (a) . 


Interest Deductions 


Net Income ...$ 


Year 1945 

Year 1944 

....$ 6,693,694 

$ 6,712,159 

... 1,352,000 

1,354,100 

.... 1,639,000 

1,788,300 

ty 1,079,400 

1,099,900 

.... 4,070,400 

4,242,300’ 

.... 2,623,294 

2,469,859 


46,962 


108,832 

.... 2,326,372 

2,407,989 


45,584 

... $ 2,296,958 

$ 2,362,405 


,T?£ a for employees’ service pensions amounted to $368,624 for 

1946 and $351,972 for 1944, of which amounts $92,529 for 1945 and $91,217 for 
1944 were charged to Miscellaneous Deductions from Income in order to comply 
with accounting requirements of the Federal Communications Commission. The 
Companies and their independent public accountants consider that these latter 
amounts were, in fact, current operating expenses. An additional amount of 
$240,000 was paid into the Pension Fund in 1945 and charged to Miscellaneous 
Deductions from Income. 


Consolidated Statement of Unappropriated Surplus 
Year 1945 


Balance—December 31, 1944. $ 4,446,058 

Net Income (from Income Statement). $ 2,296,958 

Miscellaneous Additions . 7 

Total Additions .." 2,296,965 

Dividends Declared . 2,055,069 

Miscellaneous Deductions . 9 

Total Deductions . 2,055,078 

Net Increase ... 241,887 

Balance—December 31, 1945. $ 4,687,945 
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H. W. Heckle, 

General Auditor. 














































Trustee’s Report of Pension Trust Fund 

established by 


The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Balance in Fund—December 31, 1944.$ 2,843,562.57 

Additions to Fund During 1945— 

Payments into Fund by Company.$ 608,624.00 

Interest Revenue, including gain or 

loss on investments disposed of.. 99,058.50 

Total Additions.$ 707,682.50 

Disbursements for pensions during 1945 126,316.46 

Net Increase in Fund. 581,366.04 

Balance in Fund—December 31, 1945.$ 3,424,928.61 


Comprised of— 

4% Demand Notes of The Cincinnati and Suburban 


Bell Telephone Company ..$ 666,142.92 

Bonds of Bell Telephone Companies. 247,402.30 

U. S. Government Obligations. 1,464,690.55 

Public Utility, Railroad and Industrial Bonds. 968,632.60 

Cash and accrued interest not due. 78,060.24 


Total .$ 3,424,928.61 


NOTE: Securities are shown on amortized basis. 


BANKERS TRUST COMPANY, Trustee 


By W. B. DUNCKEL, 

Vice President 


New York, N. Y.—January 23, 1946 
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